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NOTES ON EARLY BANKING SCHEMES. 

The establishment of the Bank of England in 1694, and the 
abortive Land Bank of 1696, were the results of a discussion 
which had left its traces in projects and pamphlets scattered 
over a century. The following notes of a series of banking 
schemes will show how the English mind was long attracted 
on the one hand by the successful operation of deposit bank- 
ing in Venice and Amsterdam, and on the other by the hope 
of devising some means for using landed security as the basis 
of banking credit. 

In Price's Handbook of London Bankers (p. 142) is given 
in full the petition of Christopher Hagenbuck and his partners 
in November, 1581,* representing that he has found a way to 
institute an office into which much money shall enter every 
year without expense, so that her Majesty can have the use 
of any needful sum, the country be kept in abundance, and 
usury stopped. The petitioner proposes to explain his plan 
on condition that he shall have for twenty years six per cent, 
on the gross sum received by the office. The queen agreed to 
allow four per cent, by a grant under the Great Seal, but noth- 
ing further appears to have been done. 

Hagenbuck's petition is in Italian, and he is himself spoken 
of as "an Italian" (p. 147). The petition is dated just three 
years prior to the decree of the Venetian Senate establishing 
the "Banco della Piazza de Rialto," at a time when private 
banking had shown its advantages and its clangers, and when 
the debate as to the substitution of a public bank had probably 
begun in Venice. It is not unlikely, then, that Hagenbuck 
proposed to import into England an idea which had become 
familiar to him from Venetian experience. 

Price also gives (Handbook, p. 145), a series of papers under 
date of May, 1622,t in which it is proposed that a bank should 
be established, under the charge of a commission of merchants, 
where the king should receive and make his payments, and 

♦ This is entered by title in Calendar of State Papers, Domestic, 1581-90, p. 311. 

t These papers, numbered 29, 30, 31, and 32 are described in Calendar of State 
Papers, Domestic, 1619-1623, p. 386, where Nos. 29, 30, and 32 are said to be by Sir 
Robert Heath, then Solicitor-General. 
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merchants be invited to leave their money, and where "all 
payments of 20?. and above shall be made, and only an entry 
made ther of the payment." 

They which receave ther mony at the Bank shal be at ther owne lib- 
ertye, eath r to carry it away, or to leave it ther for ther owne use at ther 
need : If they leave it ther they shall by way of assignation pay it over, 
only by entring it in the Bank, which shall goe as an actuall payment, 
<fe soe a 100? may be assigned fro ma to man to serve for payment of 
tenn severall lOO 4 ™ 4 or more. . . . 

The examples of oth r states might teach us the use of this Bank, 
especially of the Venetians & other places in Italye. 

Other references are made in these papers to the example 
of Venice. No action appears to have been taken on the 
scheme of 1622. 

Under the Commonwealth, W. Potter published : — 

The Key to Wealth ; folio, 84 pp. 
The Tradesman's Jewell ; small 4to, 16 pp. 

Essay upon a Bank of Lands to be erected throughout the common- 
wealth ; small 4to, 6 pp. 
Humble Proposals ; small 4to, 16 pp. 1651.* 

The Key to Wealth is a prolix discussion, of which the 
effect is seen in the proposition (p. 14) "that an encrease 
of money cannot possibly occasion an encrease in the price of 
commodities (or any other Inconveniences) but by increasing 
the sale of Commodities." Anything else, the author argues 
(p. 38), which would give as good security for obtaining com- 
modities at pleasure, would be as good as money ; and so (p. 
45) bills might be issued by a company of tradesmen by consent, 
who should bind themselves each to the other to receive and 
make the bills good. The Tradesman's Jewell suggests that 
the bills should be paid within six months after demand, and 
points out that estates would rise from quick trading with bills, 
and become greater security, — 

Whereby to borrow more Bills to the doubling of such increase, and 
so ad infinitum. 

•My note of the full titles of Potter's pamphlets is mislaid. For the Trades- 
man's Jewell, see McCulloch's Literature of Political Economy, 159. The Key 
to Wealth and Tradesman's Jewell are both referred to in the Humble Proposals, 
and are therefore as early as 1651. 
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Now this perpetual doubling the Increase of their stock is of so great 
concernment, as though men's Trading should be but ordinary; yet it 
will make an Estate of 100W. to amount in 40 years to 500 millions . . . 
and, by consequence, it would make the people of this Nation to be 
worth in 40 years (the World affording but Commodity enough for 
Money) five hundred thousand times more than now they are; that is, he 
who is now worth but twenty shillings to be worth five hundred thousand 
pounds, and so of others proportionally. 

In his Humble Proposals, the author makes the pregnant 
suggestion that obstructions in law to transferring bills be 
removed, "to which purpose there is a Petition it seems 
already presented"; and, in the Essay, he makes a distinct 
proposition for a land bank, of which this is a summary : — 

1. That 100 places be appointed for payments to be made, etc. 

2. That all payments above lOi. or 201. be required to be made in 
Bank credit. 

3. That there be no way to raise this credit in Bank but by the mort- 
gaging of land at 6 per cent. 

Besides giving landed men credit at two per cent. (?) and 
a large revenue to the public, this would avoid " all danger of 
surprise (as lately in Holland), there being (by the law of the 
Bank) no money to rest there." 

Of very different character is the following : — 

Seasonable Observations Humbly offered to his Highness the Lord 
Protector. By Samuel Lambe, of London, Merchant. Printed 
at the Author's charge for the Use and Benefit of the English 
Nation, and to be considered of and put in execution as the High 
Court of Parliament, in their great Wisdoms shall think meet. 
Jan. 27, 1659.* 

Having in mind the rivalry of the Dutch, Lambe finds a 
bank the best means of coping with them : — 

A bank is a certain Number of sufficient Men of Estates and Credit 
joined together in a joint Stock, being, as it were, the general Cash- 
keepers or Treasurers of that Place where they are settled, letting out 
imaginary Money at Interest at 2 and -J or 31. per Cent, to Tradesmen, or 
others, that agree with them for the same, and making Payment thereof 
by Assignation, and passing each Man's Account from one to another 
with much Facility and Ease, and saving much Trouble in receiving and 
paying of Money, besides many Suits in Law and other Losses and In- 
conveniences which do much hinder Trade. 

* Reprinted in the Somers Tracts, ii. 164, or in Scott's edition, ii. 446. 
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He proposes that the management of the bank should be 
given to merchants chosen by the great trading companies of 
London, like the East India, the Turkey, and the Muscovy 
Companies. 

That all be at Liberty to bring in any Money into Bank or not, and if 
any that have Money there, desire to have it again in Kind, should have 
it at Demand. . . . 

That they let out imaginary Money or Credit, upon Ticket, at 2% and 
3/. per cent, at the most. 

That all Bills of Exchange be received and paid in Bank. 

That the Profits of the Bank go to the good Men that manage the 
same, in lieu of their great Care and Pains, and defraying Bank Charges, 
and Officers' Salaries, or so much as shall be thought fitting to be re- 
served towards the Increase of the Stock; and as the Bank increaseth 
in Credit, so the Reservation to increase to augment the Stock, but the 
Stock always to remain whole and intire. 

Lambe was satisfied that such a bank would so encourage 
trade and be so convenient that others would soon be called 
for at Edinburgh, Dublin, York, Bristol, and Exeter, " for the 
Furtherance of Trade, by holding Correspondence with each 
other, than which I do not apprehend or know any way better 
to equal the Dutch in Trade, both at home and abroad." 

Next, we have, — 

An Expedient for taking away all Impositions and for Kaising a 
Kevenue without Taxes, by Francis Cradocke. London, 1660. 
12 pp. 4to. 

Also, 

Wealth Discovered: Or, an essay upon a late expedient <fcc, by 
P. C. London, 1661. pp. viii. 44. 4to. 

In the former of these pamphlets, which is addressed to 
Charles II., the author gives, with little change, the definition 
of a bank already cited from Lambe, and then states his own 
plan, which is somewhat elaborated in Wealth Discovered. 
He proposes to divide the kingdom into 100 registry dis- 
tricts, and to make the registration of titles and convey- 
ances of real estate compulsory; then to establish a bank, 
which shall lend its credit upon deposit of goods or pledge of 
lands ; this credit to be by law " as undeniably current in pay- 
ment" of debts or for goods as gold or silver, and to be given 
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out at three per cent. ; but money not to be drawn from the 
bank. 

Now that such credit is as good as Money will appear, if it be ob- 
served, that Money itself is nothing else but a kind of security which 
men receive upon parting with their Commodities, on a ground of hope 
or assurance that they shall be repayed in some other Commodity : since 
no man would either sell or part with any for the best Money, but in 
hopes thereby to procure some other Commodity or Necessity, (p. 14.) 

The bank credit, he thinks, will not raise the prices of com- 
modities, for they can be imported, but will raise land and 
lower interest. Cradocke says that the books which he has 
seen on banks are Malynes, Lex Mercatoria, Lewis Roberts, 
Mappe of Commerce,* Henry Robertson [sic], Trade's In- 
crease^ and Lambe, Seasonable Observations. But all these 
he finds merely encourage imitation of other countries without 
proposing increase of revenue, whereas by his bank he com- 
putes that the public would gain a revenue upon loans of £1,- 
730,000 with little expense. He notices Potter, and thinks 
him an ingenious person, and refers to " the shops of Lombard 
Street (which are banks in effect)." That his bank should be 
erected without the use of money he finds to be an advantage; 
for gold and silver have their dangers, and so have banks 
which are based on them, whereas land can be made to answer 
much better. 

In Wealth Discovered it is stated that April 12, 1661, Cra- 
docke's plan was referred to the Council for consideration ; and 
added to the Council are Francis Cradocke, William Godol- 
phin, George Monk, Samuel Hartlib, Henry Ford, Sir Peter 
Leare, Sir William Petty; but the matter appears to have 
gone no farther.^ 

•Lewis Roberts, The Merchant's Mappe of Commerce, wherein the Universal 
Manner and Matter of Trade is compendiously handled. London, 1638. Fol. 

t Henry Robinson, England's Safety in Trade's Increase. London 1641. 4to. 

tin the Calendar of State Papers, Domestic, 1661-62, p. 78, under date of 
August, 1661, note is made of a brief description by Sir B. Gerbier d'Ouvilly, of 
" a Bank of Exchange as very beneficial. ... To make the credit of English mer- 
chants equal to that of foreign, there should be a bank, with a large stock, under 
fitting governors, such as to remove all jealousy of its falling into the hands of 
those who hold the militia, with a coinage of its own, called bank money, and 
ability to lend on real estate." Sir Balthasar Gerbier probably made this propo- 
sition as the result of his sojourn in the Netherlands during the Commonwealth. 
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In a postscript, Cradocke explains to his readers that he is 
the son, not of Cradocke the preacher to Cromwell, but of an- 
other of that name who lived " about seventeen years since " 
in Somersetshire, near Glastonbury, had an estate of 500Z. per 
year, and lost his life in the service of the king. He also 
makes a reference to his present " short stay in England." 

The impression produced by the success of the Bank of 
Venice appears strongly in the pamphlets of Matthew Lewis, 
published in 1677 and 1678: — 

Proposals to increase Trade And to Advance his Majestie's Reve- 
nue without any hazard or charge to anybody, and with apparent 
profit to everybody. By M. Lewis. London, printed for Henry 
Million at the Sign of tne Bible in Fleet Street. MDCLXXVII. 
16 pp. 

This pamphlet proposes the establishment of an office with 
warehouses, where advances in bills of credit may be made 
upon goods for not exceeding twelve months, the bills to be 
exchanged [discounted ?] by the office, if desired, " into Money 
at four per cent." The example of Venice is more than once 
referred to; as, e.g. (p. 12), "Men desire Credit at Venice 
(though never answered out of the Bank in specie) rather than 
Money ; because it is more safe and more transferable than 
Money." Of the moderate charge to borrowers, the author 
says that "this is nothing like the borrowing Money to the 
Scrivener, where the Security is usually sealed at a Tavern, 
and the Borrower pays the Reckoning." 

Proposals to the King and Parliament how this Tax of one hundred 
and sixty thousand pounds, per Moneth, may be raised, by a 
Monethly Tax, for one Year, without any Charge to any particular 
person, and with great advantage to the whole Nation. This may 
be done, by setting up Banks here, like the Bank at Venice. By 
M Lewis, D.D. London. Printed in the Year 1677. 7 pp. 8vo. 

Of this pamphlet, nearly half is taken up with an account 
of the Bank of Venice, apparently resting on the authority of 
" my Intelligencer," but sustainable by " several Venetian Mer- 
chants, that have lived many years upon the place, and made 
it their business to understand the nature and constitution of 
this Bank, called, Banco de al gero ; A Bank of transferring 
Credit." 



488 QUARTERLY JOURNAL OF ECONOMICS 

The writer's plan is that a tax of £160,000 per month should 
he laid for one year ; that banks in every country town should 
receive the money, and that the tax-payers should receive bills 
of credit in exchange, these bills to he made current money, 
and Parliament to pledge its faith that money should be raised 
in specie to answer the bills, "if ever it be desired." The 
case of Venice is relied upon to show that, while the govern- 
ment could thus have the use of the money obtained by this 
levy, its credit would be a practical and advantageous substi- 
tute, saving the tax-payers from any inconvenience. 

In the next year, the indefatigable author produced two 
more pamphlets, of which the first is the best known of the 
series: — 

Proposals to the King and Parliament, or a large Model of a Bank, 
Shewing how a Fund of a Bank may be made without much charge 
or any hazard, that may give out Bills of Credit to a vast extent, 
that all Europe will accept of, rather than Money. Together 
with some general proposals in order to an Act of Parliament for 
the establishing this Bank. Also many of the great advantages 
that will accrue to the Nation, to the Crown, and to the People, 
are mentioned, with an answer to the Objections, that may be 
made against it. By M. L. D.D. London. Printed for Henry 
Million at the sign of the Bible in Fleet Street 1678. pp. 48. 4to. 

The author here proposes that no payments of 1001. or 
upward should be good in law, unless made in bank; that the 
bank should lend upon either personal or real security, hut 
should be wary at first in giving out credit except for money; 
that it should be empowered to buy lands and ships, to set up 
" a lomber," and to engross the stock of tin and make it into 
money or ingots to be money at the market price. That good 
security may be had for loans, he proposes that the registra- 
tion of ships, houses, and lands should be authorized, all ad- 
verse claims to be barred, if not brought in within six months 
after notice given of registration. The advantages of regis- 
tration are discussed incidentally ; and it is complained that 
estates are settled privately and titles made uncertain, so that 
land formerly worth twenty years' purchase or more is little 
above sixteen, though interest is at six per cent. 

Lewis enlarges on the case of the Bank of Venice, which, he 
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says, sprung from the dishonesty of bankers. " The Bankers 
at Venice did just as our Bankers have done here, they got 
Men's money into their hands at Interest" and lent it to in- 
solvents or "laid it out in desperate cases as our Bankers 
did"; they broke and fled from the territories "as ours do 
into the King's Bench? The State therefore set up the bank, 
which he believes to be " a perfect Credit Bank and its Fund 
a meer imaginary thing," and yet "credit in Bank is more 
safe, more portable, and more transferable than money in 
specie, and so of greater value, as Gold is better than Silver." 
On the difference in rate between bank credit and currency, 
both at Venice and Amsterdam, he dwells at some length, 
returning, however, to the above explanation. 

A Short Model of a Bank. Shewing how a Bank may he erected 
without much trouble, and without any charge or hazard to any 
body, and with apparent profit to every body, except Theeves, 
Brokers, and griping Usurers, which Bank will be able to give out 
Bills of Credit to a vast extent that all persons will accept of 
rather than Money. By M. Lewis, D.D. [No place or date.] 
8 pp. 

This pamphlet refers the reader to " a larger discourse of 
this Model at Mr. Million's," and then gives a summary as fol- 
lows : — 

The Epitome of this Compendium is, when the Nation is divided into 
Precincts, erect an Office in each Precinct to return Money. 

Order all greater Payments to be made at these Offices, where any 
person may leave his Money without interest, and take a Bill of Credit 
for it of the Office, which shall be made transf errable. 

That the Bill of Credit may be currant; let the whole Precinct be 
obliged to make good the acts of their Office, as in case of Robbing. 

That the Precinct may not be damnified, let them choose their own 
Officers, who shall give security to them. 

They shall also choose four and twenty substantial persons to meet 
once a Month to supervise their stated Officers. 

These four and twenty shall dispense Money lying dead in the Office, 
as oft as they please. 

Much of the running cash of the Nation will in a little time pass 
through these offices, and all that can will leave it there, and take a Bill 
of Credit of the Office : because this Bill of Credit will be more safe, 
more portable, more transferable, and so of greater value than Money, 
as Gold is (for these reasons) better than Silver. 
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Hence these Offices will have a vast Credit, which is equivalent to so 
much Money in specie, and may do whatever any can do, that have an 
inexhaustible treasure. 

To these notes the better known schemes of Briscoe and 
Chamberlayne are the proper sequel; but it is unnecessary to 
pursue the subject. Before the close of the seventeenth cen- 
tury, the rise of private banking had done much to clear the 
public mind, the land bank scheme was sanctioned only in 
modified form, and the establishment of the Bank of England 
had come about as the natural result of experience and the 
final prevalence of sound ideas. 

Chaelbs F. Dunbae. 



A LETTER BY HENRY CLAY. 

Among the papers of the late Benjamin W. Crowninshield 
are letters from Henry Clay, one of which we print herewith. 
Mr. Crowninshield was Secretary of the Navy between 1814 
and 1818, and was representative in Congress from the Essex 
district of Massachusetts between 1826 and 1831. The letter 
has been put at our disposal through the courtesy of Mr. 
Benjamin W. Crowninshield, the present representative of the 
family. It will be seen that it throws light on the political 
situation in the early part of 1827, and more especially on the 
part which Clay played in the tariff agitation of that time. 
In the article on " The Tariff of 1828," which was printed in 
the Political Science Quarterly for March, 1888, it is suggested 
(at page 28) that the demonstration in favor of higher duties, 
which led to the Harrisburg Convention of 1827 and was an 
important factor in bringing about the tariff act of 1828, was 
probably not a political manoeuvre got up by the partisans of 
President John Quincy Adams. This letter turns the prob- 
ability the other way : it might fairly be inferred from it that 
the Adams men were stirring up the tariff agitation, and were 
trying to bring it to bear in favor of their candidate. 

(Private.) Washington, 18 Mar , 1827 

My dear Sir, — I was sorry to learn from your favor of the 14th inst 
that you are indisposed ; and I hope your health will be soon restored 
If you will go to my friend Chapman, he will cure by no other remedy 
than that of agreeable conversation. 



